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CHAPTER I 


INTRODUCTION 

Price changes tend to throw trade out of balance and 
therefore anything which causes drastic changes in wool prices is 
of vital interest to wool growers, wool dealers, wool manufactur- 
ers, and to the bankers who assist in financing the enterprises 
of any of these economic groups. 

Success of production plans and selling policies of wool 
producers is greatly influenced by the trend of wool prices. 
Changes in production plans can be made only very slowly. Errors 
likewise cannot be quickly rectified and may prove very costly. 

At each shearing season growers are faced with the problem of 
whether to sell at once, at the price offered, or to hold. 

Merchandising programs of wool dealers may succeed or 
fail, according to what happens to wool prices from the time when 
wool is bought until it is sold to manufacturers. Wool merchants 
do the bulk of their buying normally in a period of a few months 
in Spring and Summer, Selling may go on throughout the year. 
Hence, considerable time may elapse before dealers completely turn 
over what was purchased in a relatively short time. In the mean- 
time, much can happen to wool prices that may result in profits to 


the dealers, or on the other hand, may result in losses that will 
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put dealers out of business, 

Manufacturers of wool frequently take orders for goods 
three to six months before delivery date, In many cases, orders 
are taken before the wool to cover them has been bought. If prices 
of wool should rise before the manufacturer has covered, he stands 
to lose money on the transaction. If prices of wool should decline, 
he may realize a handsome profit. A knowledge of the factors de- 
termining trends of wool prices should enable manufacturers to bal- 
ance buying and selling operations in a manner to assure profits 
and reduce risks. 

The banker has to think of the wool price trend when he 
makes a loan to a wool grower, dealer, or manufacturer. As long as 
the price level remains unchanged, or if the price level rises, wool 
loans are safe, but if the prices of wool start to go down, the 
safety of the loan is placed in danger. Avoidance of bad loans on 
wool is the banker's interest in a knowledge of what causes wool 
prices to fluctuate. 

PURPOSE AND SCOPE OF THE STUDY 

Personal contact in the wool market year after year serves 
to impress upon an observer a certain cycle of events that typify a 
sort of a normal sequence. Just as regularly as the seasons roll 
around, traders in the wool market begin to look for certain develop=- 
ments. Sometimes, of course, they are disappointed--often enough, 


in fact, to lead some members of the trade to doubt if there is any 
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such thing as a "normal" in the wool industry. Yet, in a general - 
way, there is a sequence of events that the men of long experience 
in the market have come to identify with certain seasons of the 
year. Briefly, they may be listed as follows ;:- 

l= Trade at low ebb in early Spring, 

2- Gradual pickup in late Spring and early Summer, 

3- Brisk trade by August, lasting into October, 

4- Gradual decline in trade from November until after 
turn of the year, 

5- Brisk recovery in trade during January and February, and 

6— Gradual tapering off of trade late in first quarter, 
lasting until the middle of the second quarter. 

Thus, the trade in wool appears to have a rather marked 
seasonality. An examination of the monthly data on consumption of 
four grades of greasy combing domestic wools in Table II of the 
Appendix of this report, gives one an impression of a trend that co- 
incides very closely to the cycle of trade in a typical year in the 
wool market. Seasonality of consumption and trading in the wool 
market, then, seem to be definitely associated. Low consumption 
tends to occur some time in the second quarter of the year; high 
consumption tends to occur either late in the third quarter or early 
in the fourth, 

Graphical presentation of the consumption data on four 


grades of wool in Chart I showsan upward tendency in volume of wool 
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consumption over the period 1924 to 1933, inclusive, some grades 
showing this tendency more than others. Hence, we see at once the 
presence of a growth element in consumption that must be consider- 
ed in any effort to relate wool consumption statistics with market 
activity. 

The upward trend of wool consumption, however, was not 
even during the period 1924-1933, as is noted in Chart I. These 
cyclical variations mast also be considered in a study of wool 
consumption data, 

Therefore, we see that we have three distinct kinds of 
movements taking place at the same time in the wool consumption 
trend. In order to determine the extent of each distinct kind of 
movement going on in the trend of wool consumption, it is necessary 
to isolate and measure each trend separately. This requires the 
application of mathematical~formlas and the construction of indexes 
that measure the extent of the various trends in consumption. 

The principal objective in this study is to measure the 
seasonal, secular, and cyclical trends in wool consumption over 
the period 1924-1933, and to relate these trends to the behavior of 
wool prices. Wool consumption statistics are compiled and puhlish- 
ed monthly by the Government. They are quoted extensively by the 
press and are used frequently as a basis for predicating the future 
wool price trend. It is important to determine, therefore, whether 
the actual consumption data by themselves afford a sufficiently 


sound basis for predicting major changes in the wool price trend. 
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The assumption often observed in connection with these predictions 
is that, after all, consumption is rising and therefore prices 
must advance. 

Our objective, then, is to see if prices actually do 
rise as consumption increases. We must look further to see if 
other factors than consumption can produce the same effect upon 
prices that Lhe ef teil been attributed to consumption. We mst try 
and determine also if factors other than consumption may possibly 
counteract a possible tendency for increasing consumption to cause 
rising prices. It is possible that demand for wool is elastic and 
that increasing consumption of wool, rather than causing higher 
wool prices, may be secured only by successively lower price levels. 
Information that will assist in solving to some extent the foregoing 
problems is sought in this study. In attaining this objective, 
many minor fluctuations will be overlooked. We wish to determine 
the major tendencies in the relationship between consumption and 
prices of wool, and explain, insofar as possible, the major trends 
of wool prices not fully attributable to trends in consumption. 

This study is confined to combing wools as they comprise 
the major portion of the domestic production. In a total of 
319,700,000 pounds of domestic wool consumed in 1931, all but 
50,900,000 pounds was reported as combing, according to the United 
States Bureau of Census, that is, less than 16 per cent. 


Justification for including only four grades of domestic 
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wool in this study is also found in the United States Bureau of 
Census figures. Of the total consumption of combing wool, amount- 
ing to 269,600,000 pounds in 1931, only 8,300,000 pounds were of 
grades below 1/4 Blood, which is just over 3 per cent. 

SOURCE OF DATA 

Wool prices used in this study are monthly averages of 
weekly price ranges compiled and released by the Bureau of Agricul- 
tural Economics of the United States Department of Agriculture, All 
prices used in this study are based upon the estimated scoured basis 
of greasy combing domestic wools, Nine price series of the most 
prominent lines handled in the Boston market were selected for this 
study. Four of the series were of Fleece wools, that is, of wools 
grown east of the Mississippi River. The other five series were on 
Territory wools grown in the western mountain range states. Prices 
for each of the nine grades by months for years 1924 to 1933, inclu- 
Sive, are carried in Table I of the Appendix. 

Four grades of wool are represented by these nine price 
series. They are as follows:- Fine (64s,70s,80s), 1/2 Blood 
(58s,60s), 3/8 Blood (56s), and 1/4 Blood (48s,50s). 

The grade of wool is determined by the diameter of fiber. 
Official standards for grades have been promulgated by the United 
States Department of Agriculture, and the Department prepares sets 
containing small samples illustrating the wool of maximum coarse=~ 


ness eligible for each grade. While the official standards for 
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grades of wool have not been defined by the Department of Agricul- 
ture in terms of physical measurements, independent investigators 
have done some work along this line. E. R. Schwarz, Assistant 
Professor of Textile Technology at the Massachusetts Institute of 
Technology, presents in his book, "Textiles and the Microscope", 
page 279, a key for quality determination. The word "quality" 
here is used synonymously with the term "grade". In order to 
clarify the meaning of the terms for grade, such as Fine (64s,70s, 
80s), 1/2 Blood (58s,60s), etc., the results of measurements re- 


ported by Professor Schwarz are presented in the following table:- 


Average Equivalent 
Quality Diameter in 
Number Microns Inches 
64s, 70s, 80s 19.0-23.0 -000748— 000906 
58s, 608 22.5~26.0 -000808~.001025 
56s 25.5-28.5 -001006~,001124 
48s,50s 28.0-34.0 -001104=-,001341 


It is noted that the ranges of averages in this table 
show some overlapping. This overlapping of averages reflects the 
wide variation in diameters of fibers in all grades of wool. The 
microscope reveals that many fibers in any particular sample of 
wool may have diameters running three to five times the diameter 
of the smallest fibers in that sample. Consequently, in commercial 
practice where the microscope is used to determine fiber quality, 


certain tolerances are used to supplement the information given by 
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the averege diameter. These tolerances consist of a permissable 
number of fibers above a certain diameter in a sample of wool 
eligible for a given grade. As an illustration, the average 
diameter of 56s grade may fluctuate in the range 25.5 to 28.5 
microns, but any sample of wool to qualify for this grade mst 
not have more than 40 fibers per hundred over 30 microns in 
diameter or more than 6 fibers per hundred over 40 microns in 
diameter. 

The column headed "Equivalent in Inches" in the Table 
on page 7 was:computed from the "Conversion Table-Microns to 
Inches" on page 77 in Professor Schwarz's book, "Textiles and 
the Microscope", 

All grades, except Fine, are each represented by two 
price series, Fine Territory wools are represented by two price 
series, Strictly Combing and French Combing, because, by weight, 
the latter has been of increasing importance during the past few 
years. The Strictly Combing Fine group of Territory wools has 
been relegated more or less to the specialty cless, and, therefore, 
that price series would not be as representative of the Fine Terri- 
tory wools as the French Combing type. 

The significance of the meaning of the terms "Strictly 
Combing" and "French Combing" is seen by consideration of the 
tentative basis for classifying length of wool staple issued by 
the United States Department of Agriculture. Inch specifications 


provided by the tentative length standards are shown in the 
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following table; (1) 


French or Strictly 
Grade Clothing Baby Combing Combing 
Fine Under 14 inches From 1} to 2 inches Over 2 inches 


1/2 Blood Under 13 inches From 1j to 2} inches Over 2} inches 
3/8 Blood Under 13. inches From 14 to 2% inches Over 24 inches 
1/4 Blood Under 1g inches From 13 to 2} inches Over 2% inches 
Low 1/4 Blood Under 2 inches From 2 to 3 inches Over 3 inches 

In actual market practive, French or Baby Combing is not 
commonly used in connection with grades coarser than 1/2 Blood 
(588,60s). The Bureau of Census does not make any distinction 
between Strictly Combing and French Combing, but includes both 
classes as "Combed" in their reports of wool consumption. Consump- 
tion of Clothing wool is reported as "Carded". Previous to 1933, 
the Bureau of Census used the terms "Combing" and "Clothing" in 
their wool consumption reports, but terminology applied to length 
of staple was changed along with other revisions of the report 
adopted in that year. 

Wool consumption figures were compiled from the Monthly 
Wool Consumption reports issued by the Upited States Bureau of 
Census. Only the greasy combing domestic wool consumption data 
were compiled, for it was desired to keep consumption and price 
data on as nearly a comparable basis as possible. While it is 
evident that wool consumption reports do not completely cover the 


(2) The Wool-Growing Industry, table page 217, published by the 
U. S. Tariff Commission, 1921. 
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industry, the group of manufacturers reporting during the alata 
covered by this study has remained fairly consistent, as indi- 
cated by details relative to the basis of the figures given in 
each report. Approximately 80 per cent of the industry has been 
represented in the monthly wool consumption reports since 1922. 
This gives a good cross-section of the industry. Monthly data on 
consumption of each of four grades of wool for years 1924-1933, 
inclusive, are given in Table II of the Appendix. 
PRICE VARIABILITY 

As a background for a detailed comparison of trends of 
wool consumption and prices, it is of interest to consider brief- 
ly some of the characteristics of the price changes that have 
taken place in the past ten years. These changes will be con- 
sidered from the standpoint of their frequency, extent and range, 
as shown by actual and relative measures. In consideration of 
price variability, attention was given to the tendency of the 
different price series to move with respect to each other, 

Frequency of Price Changes -- During the period 1924- 
1933, monthly averages in the various price series were un- 
changed in only about 10 per cent of the months-~—percentage was 
based upon 119, the number of months in which changes were possi-~ 
ble. Monthly averages of Fine and 3/8 Blood Fleeces were un- 
changed in 9 per cent of the months. Quarter Blood Fleece aver- 


ages were unchanged 10 per cent of the time, while 1/2 Blood 
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Fleece averages were unchanged in 16 per cent of the months. 
Percentage of months in which averages were unchanged in the 
five Territory wool price series were as follows:- 4 per cent 
in 1/4 Blood, 6 per cent in 3/8 Blood, 13 per cent in 1/2 Blood 
and Fine Strictly Combing, and 14 per cent in Fine French Comb- 
ing. The significance of these figures lies in the fact that 
we could, in the past ten years, have looked for prices to re- 
main unchanged, on the average of only one month during the 
course of a year, In actual experience, prices of some grades 
were unchanged for several consecutive months and then changed 
every month for several years. 
EXTENT of MONTHLY CHANGES 

Wool price averages, for the nine series covered in 
this report, have changed approximately 22 cents per month over 
the ten-year period 1924-1933, This average includes all changes 
regardless of whether they represent declines or advances. The 
extent of monthly changes varied in different years. On the 
sharp rise of 1924, changes averaged around 5 cents per month, 
while in the sharp drop of the following year monthly averages 
of the nine grades varied from 4-€ cents per month. Changes were 
relatively slight in some years. The changes averaged around 
one cent per month in 1927, around 14-2 cents in 1928, 1930 and 
1931, around 2-3 cents in 1929 and 1932, and 3-4 cents in 1933. 
Variations in average monthly changes in prices for the different 


years are greater than variations among the grades, and are great 
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enough from the financial standpoint to require serious odeatae 
eration of their causes by growers, dealers, manufacturers, or 
bankers. 

Range of High and Low Prices -- Peaks and low points 
in the wool price movement of the period 1924-1933 also stress 
the tendency of prices of the various grades to move in harmony. 
Table I, showing actual prices, or Table III, showing fixed base 
relatives of prices, makes the existence of that tendency clear 
for it will be noted that the highs for the nine series came 
either in January or February of 1925 and the lows of all grades 
came in July 1932. Not only were turning points closely grouped 
with respect to time, but the declines as percentages of the 
highs of all grades fell within a relatively narrow range, 77.8 
per cent to 80.6 per cent. Also, high and low fixed base rela- 
tives, as well as declines, on all grades were rather closely 
grouped. 

The actual high, low and decline in prices of each 
grade, together with declines as a percentage of highs are pre- 


sented in the following table:- 
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Decline 
as Per 
Cent of 
High Low Decline High 
(Dollars) (Dollars) (Dollars) (Per Cent) 
Fine Strictly Combing Fleece 1.700 0368 1.332 78.4 
1/2 Blood Strictly Combing Fleece 1,564 2321 1.243 79.5 
3/8 Blood Strictly Combing Fleece 1.365 2270 1.095 80.2 
1/4 Blood Strictly Combing Fleece 1.260 0244 1.016 80.6 
Fine Strictly Combing Territory 1.675 2365 1.310 78.2 
Fine French Combing Territory 1.538 2339 1.199 78.0 
1/2 Blood Strictly Combing Territory 1.562 2339 1.223 78.3 
3/8 Blood Strictly Combing Territory 1.361 302 1,059 77.8 
1/4 Blood Strictly Combing Territory 1.262 2276 2 986 78.1 
Fixed Base Relatives -=- Price relatives, based upon the 1926 
average, were computed for the monthly and annual averages of each of 
the nine series of prices. These relatives facilitated comperisons of 
prices of the various grades. Equal actual changes were not of equal 
significance because of the difference in price levels of the various 


grades. The high, low and decline of these relatives for each grade 


for the period 1924—-]933 are as follows:~ 
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—_High Low. Decline _ 
1926-100 1926-100 1926-100 


Fine Strictly Combing Fleece 151.2 32.7 118.5 
1/2 Blood Strictly Combing Fleece 154.9 31.8 123.1 
3/8 Blood Strictly Combing Fleece 159.3 31.5 127.8 
1/4 Blood Strictly Combing Fleece 161.1 31.2 129.9 
Fine Strictly Combing Territory 144,1 31.4 112.7 
Fine French Combing Territory 143.9 31.7 112.2 
1/2 Blood Strictly Combing Territory 150.0 32.6 117.4 
3/8 Blood Strictly Combing Territory 147.1 32.6 114.5 
1/4 Blood Strictly Combing Territory 152.0 33.3 118.7 


Relatives by months for each of the grades are found in 
Table III of the Appendix, 

The small variations of the percentage declines from high 
actual prices of all grades was confirmed by the relatively narrow 
range of the declines in relatives from the highs. The major trends 
in prices of the greasy Combing domestic wools, therefore, can be 
determined from a relatively small number of price series because 
prices of the various grades showed a strong tendency to move as a 
group. 

A point that becomes apparent after only a little study of 
the price relatives in Table III is the fact that high prices of all 
grades were attained early in 1925, while the low prices were in 
1932, the period of decline extending over nearly 74 years, Further- 


more, the highs came either_in January or February, 1925, while the 
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lows all came in July, 1932. 

The occurrence of the high prices in the first two 
months of the year and the low prices in July suggested the 
possibility that prices of wool may show some degree of sea- 
sonality, A study of relatives for individual years revealed 
a tendency for low prices to occur in the middle of the years, 
and for the high prices of the year to occur in the first and 
fourth quarters, The evidence from a rapid survey of prices 
was strong enough to indicate the desirability of measuring 
their seasonality. The long decline from early 1925 to July 
1932 had already indicated a marked secular trend, Then, in 
order to secure a measure of cyclical fluctuations of prices, 
it was found necessary to eliminate the seasonal and secular 
trends. 

Now, to carry the investigation of price variability 
one step farther before taking up the study of seasonal, 
secular and cyclical trends, it is of interest to compare the 
trend of wool prices with the general price level. Annual 
price relatives of Fine French Combing and 3/8 Blood Strictly 
Combing Territory wools, taken from Table III in the Appendix, 
compared with annual average indexes for wholesale prices, 
compiled by the United States Department of Labor, show that 
changes in wool prices over the period 1924-1933 were greater 


than the changes in the general price level. This is clearly 
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shown in the following table:= 
Wholesale Price Fine French 8/8 Blood Strictly 
Index (2) Combing Territory Combing Territory 
Av. 1926-100 Av. 1926-100 ; Av. 1926-100 
1924 98,1 122.6 122.3 
1925 103.5 122.6 119.6 
1926 100.0 100.0 100.9 
1927 95.4 96.5 9749 
1928 96.7 102.3 112.0 
1929 95.3 88.4 99.8 
1930 86.4 67.3 68.5 
1931 73.0 54.2 53.9 
1932 64.8 40.8 43.7 
1933 65.9 60.2 65.7 


Summarizing briefly, prices of the nine important 
grades of domestic wools tend to move as a group with respect 
to timing, direction, and extent of fluctuations. Wool prices, 
however, suffered greater changes than the general price level 
during the period studied. The discussion now proceeds to the 
methods of computing seasonal, secular and cyclical trends of 
prices and consumption. The measures of these trends were 
used as the basis for the study of the relationship between 


prices and consumption. 


(2) World Economic Review 1933, page 92, published by the 
U. S. Department of Commerce, 
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COMPUTING SEASONAL, SECULAR and CYCLICAL TRENDS 
Measures of seasonality, long time trends, and cy- 
clical fluctuations were computed by methods described by 


William G. Sutcliffe in his book entitled, "Statistics for 


the Business Man". As this book is readily accessible, the 
methods are not described here, 

Seasonal and secular trend measures were based upon 
data for the year 1924-1932, inclusive, The large number of 
unusual developments in 1933, entirely unlike conditions pre- 
vailing in the previous nine years, suggested the inadvisa- 
bility of including this year in the period for which trends 
Were computed. Cyclical indexes, however, were carried through 
1933 by extension of the trend line and use of the same season- 
al indexes and secular trends as for previous years. 

Seasonal Indexes (3) -- Computing seasonal indexes 
was done by the monthly means method. The effects of secular 
trend were thus largely eliminated by the selection of the 
period, for the extreme years of the period 1924-1932 repre- 
sent low years in complete cycles. Seasonal indexes were com 
puted for consumption and prices of four grades of wool. The 
setup for computing seasonal indexes for consumption of Fine 


greasy combing domestic wool is shown in the following table:- 


(3) "Statistics for the Business Man", by Sutcliffe, page 183. 


woqu beck o1ew aerwesse Saetd toivone bos Senosset pid 


» 3 ? 
Fi he 


Yo redeum estal ed? — ,erieutont Soti-sint den ae ih She 
-e1g Emoitibnos ealtiny yleritae ABO ab wtusmyolsved Loewen 
~ratvaani cd? Dodeosue ,ets9y onta molve odd st sutiter, 
sbaond dokdn sot bodrot edt ak vaey eist antbetont Yo WEEE 
figgotds Delixvas etew ,tevewon .eexebal L[aatioyo Detuqmoa ere 
-n08e86 Gare silt To osu bas sail baext of? to molenetxze ve OBeL 
naa Toaatinhte Siti: wasnt aano tain toate: ti bait 

gexsbat {sacease paitanioct ~~ (8) sei bak: fanoese? ape 
aalosee 0 ataeTic walt’. hota onatee <hithmees sid Xv each one 


sd¢ to acttoelee edt yd betaninhie-uiee sal init menacliogtt 
-eiger Séel~- el hotzeq) edt Yo e1g0y suerte odd cot» bobteq | 


“moo etew eexebai Isncessé - s99foyp edelqnos mi gusey wok 9ace 
ed? §.Loow to eeberg tot to eeoksg bus aottgurance ab beta 


eait ‘to sotiqmvenos 10% Sonne fepebant anton? zat auton 


ry egsq exthisn? ye alt ceoutand exit ‘tod. gs Es 
ase 5 A ON) kt 


AY 


ae 


‘ p i 
“i ae 
an 


a 


18 


SEASONAL INDEX 
CONSUMPTION of FINE GREASY COMBING DOMESTIC WOOL 
MEAN MONTHLY METHOD 
Years 1924-1932 


Mean Monthly Seasonal 

Consumption Index 

(1000 1bs.) 
January 6, 499 96 
February 6, 440 95 
March 5, 892 87 
April 5,323 78 
May 4, 870 72 
June 5,408 79 
July 6, 742 99 
August 8, 145 120 
September 8, 621 127 
October 8,644 127 
November 7,557 111 
December 7,390 109 
ALL MONTHS 6, 794 100 


The average tendency of consumption cf this particular 
grade of wool, as shown by the seasonal index for the years 
1924-1932, was to drop to the low of 72 per cent of the mean 
monthly, of all months, in May, and to rise from that point to 
a peak of 127 per cent in September, the peak level being main- 


tained through October. 
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19 
Measure of Secular Trend (4) -- The monthly mean 
method was used in determining the long term trend in con- 
sumption of four grades and in prices of two grades. The 
method is illustrated by the following table:- 
SECULAR TREND of CONSUMPTION 
GREASY Nataet cohen DOMESTIC WOOL 
1924-1932 
Monthly Deviations Deviations 
Mean From Mean Squared 
Year 

Year z x - ydiealtd XY 

(1000 lbs.) 
1924 4,557 ~4 16 -18, 228 
1925 4,121 -3 9 -12, 363 
1926 4,139 =2 4 - 8,278 
1927 5, 935 -1 1 ~ 5,939 -44, 808 
1928 6, 444 0 
1929 8,717 | i 8,717 
1930 8, 296 2 4s 16,592 
1931 10, 402 3 9 31, 206 
1932 _8,544 4 16 34,176 90,691 
TOTAL 61,155 60 45, 883 


Mean Monthly Consumption for Period = 61,155 _ ¢ ng5 
9 coi 


Yearly Growth - 45,883 765 
GOs ece 


ee ee ee ee ee ee ae eee ee ee ee ee ee Em ae re Se ee ee ee ee ee SE Fe OH 


(4) "Statistics for the Business Man", by Sutcliffe, page 211. 
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Secular Trend for June 15, 1928 = 6,795. 


Secular Trend for July 1, 1928 = 64 + 6,795 = 32 + 6,795 = 6,827. 
2 


Cyclical Index (5) -= Monthly cyclical indexes were 
computed for consumption of four grades and prices of two grades. 
The cyclical index expresses changes in prices or consumption 
after the effects of seasonal and secular trends have been re- 
moved, The final steps in the RS of the cyclical index 


are illustrated in the following exhibit :- 


Consumption - Cyclical 
Year & Month Actual Secular Actual+Secular Seasonal Index 


1924 


January 4,317 3,435 126 96 + 30 
February 3,885 3,499 111 95 + 16 
March 3,769 3,563 106 87 719 


It is seen in this exhibit what the cyclical index re- 
veals. For example, an actual decline in March, 1924, was a cy- 
clical rise because of the low seasonal index for that month. 

Complete monthly indexes for consumption of all grades 
are found in Table IV, and for prices of two grades are found in 


Table V. 


Se ee ee ee ee ee ee ee ee ee re ee ee ee ee me ee a ee ee 


(5) "Statistics for the Business Man", by Sutcliffe, page 225. 
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CHAPTER II 


SEASONAL TRENDS of CONSUMPTION and PRICES of WOOL 

It was shown in the previous Chapter that fluctu- 
ations in consumption and prices of wool have certain charac- 
teristics associated with the time of year. We have seen from 
a brief survey of monthly data that extreme fluctuations of 
consumption and prices are inclined to center in a relatively 
few months. High months in consumption are usually found late 
in the third or early in the fourth quarter of the year. High 
prices are inclined to occur in the first quarter of the year. 
Low prices and low consumption occur most frequently in the 
second quarter, 

Only very general impressions, however, have been 
gathered from the survey we have just made, 

In order to get a more accurate measure of the timing 
and extent of seasonal movements, seasonal indexes were computed 
as outlined in the previous Chapter. Seasonal indexes of con- 
sumption of four grades of wool are shown in the following 


table;- 
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SEASONAL INDEXES of WOOL CONSUMPTION 


Fine 
96 
95 
87 
78 
72 
79 
99 

120 

127 

127 

111 


109 


Years 1924-1932 


1/2 Blood 
109 


115 


101 


3/8 Blood 
98 


82 
84 
81 
77 
82 
97 
122 
124 
127 
115 


111 


1/4 Blood 
95 


87 
87 
68 
76 
86 
104 
119 
135 
135 
112 


96 
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The following table shows seasonal price indexes com- 


puted for the same period:~ 


January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 


December 


of prices and consumption of two grades. 


SEASONAL INDEXES of WOOL PRICES 


Years 1924-1932 


French Strictly 
Combing Combing 
Territory Fleece 
_Fine «-—«1/2 Blood 
108 110 
107 109 
104 105 
101 101 
98 97 
96 95 
96 95 
97 96 
98 97 
98 98 
99 99 
98 99 


Strictly 
Combing 
Territory 
3/8 Blood 
109 
107 
104 


100 


100 


Strictly 
Combing 
Fleece 
1/4 Blood 
lll 
109 
105 
99 
94 
92 
94 
94 
98 
100 
101 


103 


GRAPHICAL PRESENTATION of SEASONAL TRENDS 


Charts II and III show graphically the seasonal indexes 


The solid line repre- 


sents the deviations of consumption from normal while the broken 


line represents the fluctuations of prices from normal. The 


straight, heavy, solid line, opposite the 0 at the left, repre- 
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sents the normal for prices and consumption. The figures at the 
left, preceded by + signs above the normal line and = signs be- 
low, represent percentages of normal, 

Following for a moment the lines in Chart II, we find 
the consumption line for January is 4 per cent below normal, 
drops to 28 below in May, rises to 27 above in September and 
October and then begins a decline that continues during the 
remainder of the year. The price line is 8 per cent above the 
normal in January, drops gradually from February until June 
when it flattens out at 4 per cent below normal for two months 
and then begins a gradual rise which continues until December. 
A slight decline in December is followed by a sharp rise in 
January. 

GENERAL OBSERVATIONS 

The major trends in consumption and price lines are 
very similar in Charts II and III. Im each, consumption lines 
are at their peaks in October and at their lows in April or May. 
Peak prices are found in January while low prices occur in June 
and July. 

Seasonal indexes for prices and those for consumption 
have general patterns that are very much alike in all four 
grades. (See tables on pages 22 and 23), In this respect, 
prices of these four grades show the same tendency to hehave as 
a group that was indicated in the study of price variability in 


Chapter I. 
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PRICE and CONSUMPTION INDEXES COMPARED 

Up to this point, consumption and price fluctuations 
have been considered from the standpoint of their individual 
behavior. Several phases of the seasonal indexes will now be 
examined in an effort to determine the relationship between the 
seasonality of consumption and prices of wool. 

TIMING of SEASONAL TRENDS 

Rise from Lows -~ Starting with mid-year, when indexes 
for consumption and prices are at their low points, the relation 
between the cycles of the two sets of indexes will first be con- 
sidered. The following table indicates the time that elapses 


between the upturn in consumption and the advance in prices. 


First Month First Month Difference 
of Increase of Advance in 
In Consumption In Prices Months 
Fine June august 2 
1/2 Blood May August 3 
3/8 Blood June July 1 
1/4 Blood May July 2 


The outstanding feature shown by this table is the ten- 
dency of price advances to follow consumption increases by one to 
three months. Prices, in their advance from seasonal lows, there- 
fore, show a distinct lag with respect to the increase in con- 


sumption. 
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Peaks of the Cycles -~ All four grades are at their 
peaks of consumption an October. Consumption of Fine and 1/4 
Blood, however, reaches the peak level in September and main- 
tains it through October. Prices, on the other hand, do not 
reach their peaks until January and they reach this point on 
all four grades in the same month. A distinct lag in the price 
movement, then, is apparent in reaching peaks as in advancing 
from low points. 

RANGE of SEASONAL VARIATIONS 

Timing of the cycles of seasonal fluctuations mst 
not be considered the only indication of a relationship exist- 
ing between consumption and prices with respect to seasonality. 
There is another aspect which appears very important, and that 
is the extent of the variations manifested by the two sets of 
indexes. Highs, lows, and ranges of consumption and price 
seasonal indexes differ widely in their fluctuations. This is 
shown in two tables as follows:- 

HIGH, LOW and RANGE of SEASONAL INDEXES of WOOL CONSUMPTION 


Years 1924-1932 


High Low Range 
PAO, Wiis wale ge mac kuin eed 127 i” 55 
pW ee ee eee 130 74 56 
BIN SEMIN fs dai’ slo 127 77 50 
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HIGH, LOW and RANGE of SEASONAL INDEXES of WOOL PRICES 


Years 1924-1932 


High Low Range 
OGD sins he Fees os 108 96 14 
L/P Wide: ies. 28 oss 110 95 15 
5/8. Blood SYN 33. 552: 109 94 15 
Eft Wheoa 2, 2383272. 111 92 19 


SIGNIFICANCE of SEASONAL TRENDS 

We have noted two fundamental features of the seasonal 
trends of wool consumption and prices:- (1), lag in prices, com- 
pared with consumption, in the rise from the low points and in 
reaching peaks, and (2), seasonal fluctuations that are mech 
greater in consumption than in prices, 

The lags indicate a dependency of price trends upon 
consumption. They imply that a rise in consumption normally is 
followed in one to three months by a rise in prices. A decline 
in consumption, likewise, presages a price decline in three 
months. Consumption, therefore, is indicated as a force whose 
direction and weight exercise some control over the price trend. 

Domination of consumption over the wool price trend, 
however, is by no means complete. If consumption of wool were 
the only contributing factor in the price trend, any fluctuation 
in consumption should be followed by an equal change in prices. 
This is not the case. The range from high to low of seasonal 


indexes of consumption are roughly three times the range of 
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indexes for prices. It is necessary, then, to look to some 
influence beyond consumption for an explanation of the price 
trend, 

OTHER PRICE FACTORS 

Several developments associated with the time of 
year will be examined for their possibilities of influencing 
the price trend. Their effects will be related to trends of 
consumption and prices, 

It has been noted that the second quarter of the year 
is the period when indexes for consumption and prices are at 
their lows. In that period, a mumber of conditions are worthy 
of attention. 

An outstanding feature of the second quarter of the 
year is the shearing season, While no figures are available to 
prove the point, it is lixely that around 75 per cent of the 
entire wool clip in this country is shorn between April 1 and 
July 1. That means that the market supply of wool is increased 
tremendously in a relatively short time. Not only is the market 
supply greatly increased in the second quarter, but the increase 
comes at a time when consumption is at a low ebb. Thus, to the 
depressing influence of low consumption is added the weight of 
another factor which would naturally tend te retard a rise in 
prices. We have already noted that the price indexes of season~ 


ality for all grades reached a low in June. The end of the drop 
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in prices corresponds with the approach of the end of the 
shearing season. 

Closely related to the shearing season is the wool deal- 
ers' buying season. Normally, dealers buy their year's stocks of 
wool at the time it is being shorn. While dealers are buying, 
their viewpoint naturally is not the same as when they are selling 
wool. Consequently, they are inclined to favor a moderate downward 
drift in prices because of the effect the decline may have upon 
growers! ideas of wool values. The combined effect of the wool 
dealers' attitudes toward prices and the light demand resulting 
from low consumption tend to work together as a bearish influence 
upon prices. 

The influence of still another factor cannot be left 
out of the picture. During the second quarter of the year, supplies 
of wool are apt to be, on the average, much less desirable in 
character than at any other time after the arrival of a new clip 
on the market. Buyers logically pick first the best spinning 
Wools available. This tends to leave the most unattractive wools 
on the market in late Winter and early Spring. Also, the first 
wools of the season are usually less attractive in character than 
later shorn wools. The differences between the best and the or-. 
dinary wools are not of a nature that can be ref lected by the 
grade and class terms on which quotations are based, but they are 


reflected in prices, often to a very appreciable extent. For 
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example, the price range on Strictly Combing Fine Territory wool 
may be as much as 2=5 cents on a scoured basis. As market quota- 
tions are based upon sales, and as dealers also are inclined to 
withhold their best wools through a dull period, hoping to realize 
better prices when demand picks up, the character of the wools 
selling in the second quarter are apt to have a depressing influ-~ 
ence upon the price trend. 

Summarizing briefly the factors associated with season- 
ally low wool prices, three, in addition to consumption, operate 
either to keep prices down or retard their advance in spite of 
rising consumption toward the close of the second quarter, These 
factors are:- (1), a large increase in the supply of wool at a 
time when mill demand is at a minimum, (2), the attitude of deal- 
ers toward wool values during the shearing season, which is the 
dealers' buying season, and (3), the influence that the character 
of old and early shorn wools have upon quoted market prices at the 
time when wool is being shorn and bought by dealers. 

The period when prices are at their peaks also has asso- 
ciated with it certain conditions tending to give the price trend 
its characteristic pattern, We have noted that after June the 
price trend is slowly rising, reaching the highest point in Janu- 
ary. Indirectly, consumption probably has some bearing upon this 
trend for it is high during the third and fourth quarters. Yet, 


it is doubtful if consumption alone can account for the sharp price 
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advance in January, because by January, the consumption trend 
has been downward for two months or more. 

The first two months of the year is a period when 
two developments of significance may take place, These are;- 
(1) placing repeat orders for Spring goods, and (2), placing 
initial orders for Fall goods. These two events are antici- 
pated by wool men weeks before they become actualities. Their 


significance is that, if orders for goods in either or both of 


‘these two categories are of large size, large quantities of 


wool must be purchased by mills to make up the goods. In the 


event buying takes place in January or February, buyers must cover 


in a market with supplies greatly reduced. Mills by January 
have already drawn heavily upon the last season's clip for the 
third and fourth quarters' consumption requirements, The re- 
stricted supplies offer a background for price advances, and it 
frequently happens that a demand, great enough to result in 
price advances, takes place in January. 

Here, again, we see that consumption of wool, as a de- 
terminer of the price trend, is aided by other factors: an in- 
crease in demand and a restricted supply. 

GENERAL SUMMARY of SEASON TRENDS 

The seasonal trend of wool consumption is reflected 

by a pattern in price movements that indicates a certain amount 


of dependence of the latter upon consumption. Other factors 


baer db ebendao ph | 


me. th eke ae ail, 3 aan 


yp! bit Neblasticae akg fe) Be Ghd aah 
rarer borseq 2 wf sey oti es 
rely igo te hayes asi + ERS es: 
eet Lie 4t4--2 Neds } 
sae 8 ¥(S) bas sboog aaitge 102 “erelto daayer aioe lg is 
ea 3 re 
~joisae ee pp ort eeont aboe: {fet rot r0' vei ttt 
hha iam 
ate? seottilanton scot we oa ees foo 


* f) Sees pt : 
to tod 10 sedohe at eboos 10% evebto th stadt et cae 


 ¢ ond grt 


to setsisuanp egtal sate egtsd to axa 
e. ed team foow 


edt ol .ebeog ead aw ate oh oflim ar 
‘eae at ee, _ DAA a eben Lopes +202 
Yevoo gemm sieyod ,yreridet 10 tame ai soalq bani autwe dueve 


= 


; At PRL OEE fe me 
yrannst x elim -heouber visaena sot teaue Asie ‘feteea at au 
(woe ee oa 

ent tot qéilo a eeitbieas pier: eds oa lbs means vosetla evad” 7 


foe So* 


~ot ost? ei aenertupet nok tgnwence texedea sdwwet bas inks” 
$i bas ,seonevbs eovixg 10% hawothisad & i8¥¥o sot tgaoe besos 
ai divest of rigsone taeva emai & tage enonged vienoupert 
| errr ak soe!a eeaag vasonavbs song 
-ob 3 es .loow 6 aoiéqnuanca tant gee ow aan 18k 
“nk a8 tevodost redto yi bebie et ,baere eoiug edd te reaumed 
ian betoiziees ® bas ‘hase ak odes. 
RGRAY MozeTE to THAME JARED al a ees 
betveftex ot noLtqnuse coo loow ‘Yo Baers inavdoen ey’ ; a { . ’ ia, : | 
dawoms mtattes «© retacihai sant esunae von one i Pa 3 . 


7. ‘ona y 
2 ° 


s1otoat redto 10 Hiquiesoo nous “ada te ont to 


32 


than consumption, however, influence the characteristic seasonal 
fluctuations of prices. This has been shown partly by the fact 
thet prices do not fluctuate as widely as consumption. Also, 
the heavy increase in supply of wool at shearing time, the buy- 
ers' attitude of dealers at shearing time, and the character of 
the old wool and the early clips on the market all operate at 
the same time to depress prices. The January rise in wool 
prices, again, is probably largely a result of the supply situa- 


tion. 
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CHAPTER III 


SECULARS TREND of WOOL CONSUMPTION and PRICES 


The discussion in the previous chapter was confined 
to those fluctuations in wool consumption and prices that have 
a tendency to occur at certain times of the year. A study was 
made to determine the time when these particular kinds of 
fluctuations occur, the extent of these fluctuations, and the 
relationship thet exists between seasonal changes in consump- 
tion and prices. 

Attention in this chapter is given to consumption and 
price changes that have no relationship to any particular time 
of the year, but rather take place only over a period of years. 
In Chapter I, it was pointed out that during the period 1924- 
1932 prices of all grades of wool suffered extensive declines, 
Consumption, on the other hand, was shown to have exhibitied 
varied trends. These changes are now going to be examined in 
an effort to determine the relationship that exists between the 
long time trends of wool consumption and prices. Data are pre- 


sented in this chapter to show some of the possible causes of 
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the changes we have noted. 

Scope of Secular Trend Study.-- Secular trends were 
computed for consumption data on all four grades of wool in- 
cluded in this study. Only two price series, however, were ad- 
justed for secular trend. Of the two price series chosen for 
secular trend adjustment, one represents the Fine grade which 
showed a rising consumption trend, and the other represents 
medium grade wools which had a slight declining tendency. 

Fine French Combing Territory wool comprises one of 
the largest groups of domestic grown wools. This description 
applies to the greatest bulk of the wool produced in the western 
mountain range states and in the southwestern states of this 
country. Fine wools predominate in the clip grown in these sec~- 
tions of the country, and this grade, as indicated in Chart I, 
showed the most prenounced rising tendency of consumption in 
the past ten years. 

The other grade chosen for secular trend study 
was Strictly Combing 1/4 Blood Territory wool. While this 
particular price series was selected from the western grown 
wools, it represents also a large portion of the better class 
wools grown east of the Mississippi River, and it has a price 


trend that follows closely the trend of the 1/4 Blood Fleeces. 
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Coneumption of 1/4 Blood wools tended slightly downward in 
the past ten years, and so the two price series represent 
grades with divergent consumption trends. 

The selection of price series from grades with 
the most divergent consumption trends offers opportunity to 
make a more direct comparison between consumption and prices 
with respect to the relationship of their long time trends 
than would be possible by a selection from grades with more 
similar trends of consumption. If the secular trend of con- 
sumption has any appreciable influence upon the long time 
price trend, it should be shown by a corresponding differ- 
ence in price trends, especially in two grades with such 
divergent consumption trends, as was shown by these grades. 

Method of computing trends was discussed in Chap- 
ter I,, and so no further treatment of the subject is given 
here, except to mention that the same method was used for 
consumption and prices. 

Secular Trends Compared.-- Annual changes in 
secular trends of consumption and prices of domestic wools, 
in the series for which trends were computed, are shown in 


the following table:- 


4 ry, 
if op 
wt 4 
nh, 


ip rte Vea 
gh brawnweb itis ‘a sicoe bole » sone a ‘ . 
Sxpevtqet seires sottg one i oe as eae | i ag 8 oh “aan 
dviw eebers mott eeives salty ‘Yo aodtoolen od? ine 3 ‘SPs 
6+ YWknettoado wreTto vbaers mofdquicencs Jaeateveh doom et Py | % 
seorry bas aol tquurence nudeted ace iteqaon snpnae ‘stom 9 ssism a 
‘ebuexd emis anes thadt to qidenoitsfer - edt $2 tooqsur ate 
stom déiw sobery mort aoisoe lee s yd oidgenog of bivow nade i Ny | 
-noo Yo buat teleged off YI .aottqmutaos Yo ehuetd relate i yf 
emis gaol edd soqw eonenitat ef{daloerqqs ys ead sottquse t 
“teIthb gnlbneqestio9 ah awosie ef bivode $b <baect sonia 
dove diiw esiem owe ak Thdstosiee ehuets going ai elms 


svehors saodd yd meode eon ea hast soltsqpumnoo’ donee * y" 
Wer’ 
“quad si beseaovib ear abaetd ‘saltesqmoo to boddek - 6 eal ” ‘uJ 


acvig ek Joeidow eid to fremsoxg sae: on oe tas ae 
tot bees enw bodtom omse sat Jad agidaem oc sqeoxe ,o4ed 
seooing bas ae isemweves 

nt segmeds fesant ==, bevegnod chaser? talsve’ if eu 
-efoow ofteemos Yo eestiq Bae nokd quip aco Yo ebaore natumen iv 
at mwods ore  fetnqmos e1sw shaerd dotnw rot aotnee ede at ‘a Le io 
elds? salwestah ate 


Aa e een man Me ye 


rs me eh : 
Bey he dae: Py) ae F ' 


36 


Grade Consumption Prices 
(1,000 Pounds) (Cents per Pound) 

Fine 765 -10.8 

1/2 Blood 127 (6) 

3/8 Blood 47 ~ 8.8 

1/4 Blood -1,2 (6) 


It is noted from the foregoing table that the growth 
in consumption of Fine wool was very heiieil dea that the trend 
in prices was sharply downward. Growth in consumption of 3/8 
Blood was not nearly as large as that of Fine and the price 
trend also was downward, but the decline was not quite as large 
as in the price of Fine. Consumption of 1/4 Blood actually 
showed a decline. Secular trends were not computed for prices 
of 1/2 Blood and 1/4 Blood, but the extent of declines in 
prices of all grades can be seen by reference to the table on 
page 13, Chapter I, which shows that all nine kinds of wool de- 
clined in prices by about the same percentage. 

Hence, the trend of consumption apparently had little 
influence upon the trend of prices. At least, the trend of 
consumption is definitely eliminated as a causative factor in 
the price decline. Practically equal price declines took place 
in all erades regardless of the consumption trends of the re- 


spective grades. Fine wool, with an annual growth in consumption 
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amounting to more than three quarters of a million pounds, 
had declines in prices of 78.0 to 78.4 per cent of the 

highs for the past ten years, and French Combing Territory 
Fine had an annual price decline of 10.8 cents. Other grades, 
with consumption trends either only moderately upward or ac- 
tually slightly downward, had price declines of percentage 

of highs about equal to those of Fine wools. Therefore, it 
is evident that wool price declines were associated with some 
factor other than consumption. 

This observation has additional support in Charts 
IV and V showing average annual prices of Fine French Comb- 
ing and of 1/4 Blood Strictly Combing Territory wools plotted 
against secular trends of consumption of the respective 
grades of greasy Combing domestic wools. 

The consumption trend of Fine wool, it is noted from 
the trend line in Chart IV, rose from 3,700,000 pounds per 
month in 1924 to 10,600,000 pounds in 1933. This is certainly 
a very substantial increase, almost tripling in ten years. 
Yet, during this same period, the average annual prices of Fine 
French Combing Territory wools in Boston fell from $1.31 per 
pound, scoured basis, in 1924 and 1925 to $0.44 in 1932, a 
drop of 66 per cent of the high annual average. In only two 
years, 1928 and 1933, of the past ten were there rises in 


annual average prices of this grade. It will later be shown 
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that the price rise of 1933 preceded the rise in consumption, 
Increasing consumption, therefore, was not effective in pre- 
venting a decline in prices of Fine wools. 

Farther emphasis is given to the apmrent disasso- 
ciation of price trends from consumption when the relation- 
ship of consumption and prices of 1/4 Blood wools is consid- 
ered. The secular trend of 1/4 Blood greasy Combing domestic 
wool consumption, it has been noted, showed 4 very slight 
downward trend which is indicated in Chart ¥. The mean month- 
ly consumption of this grade was 2,400,000 pounds in 1924 and 
dropped to 2,300,000 pounds in 1933, For all practical pur- 
poses, this drop Was insignificant and may be considered steady 
compared with the 200 per cent increase in consumption of 
Fine wool. 

The movement of annual average prices of 1/4 Blood 
Territory wool, it should be noted from Charts IV and V, showed 
a pattern very similar to that of Fine wools, The high annual 
average price of 1/4 Blood was $1.02 in 1925 and the low was 
$0.36 in 1932, a decline of 65 per cent from the high. Thie 
was only 1 per cent smaller than the drop in the annual average 
of Fine wool prices. 

The inferences to be drawn from the behavior of the 
long time tendencies of wool consumption and prices are:- (1), 


the rate of consumption did not have much influence upon the 
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price trend, and (2), responsibility for the downward trend 
in wool prices must, therefore, be sought in some other 
economic factors, 
| ECONOMIC TRENDS RELATED TO WOOL PRICES 
World Wool Prices.—— Wool is a commodity that has 

a@ world market, and so the world price may logically offer at 
least a partial explanation of the severe drop in domestic 
“wool prices from 1924-1925 to 1932. Average annual prices per 
pound for two grades of wool at the London auctions are re- 
corded in the United Stetes Department of Agriculture Year- 


book for 1934, and are quoted here as follows:- 


Year 64s ~ 67s 568 
1924 $1.30 $0.90 
1925 1.15 077 
1926 296 259 
1927 226 -69 
1928 298 «76 
1929 °76 258 
1930 251 234 
1931 237 224 
1932 229 220 
1933 246 or) ced 


Of the two grades quoted in London, 64s-67s is 


similar to domestic Fine and 56s is similar to domestic 3/8 
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Another factor that should be remembered when study- 
ing London prices is the fact that wools of these two grades 
are subject to a duty when imported into thie country. The duty 
now is 34 cents per pound, clean content, and before June 1930 
it was 31 cents. 

Without attempting to make a detailed comparison be- 
tween London and Boston prices, it is obvious that the 1924 
and 1925 prices at London, as in Boston, were distinctly the 
highest of the past ten years. Another point that emphasizes 
the similarity of price trends in the two markets is the rise 
in 1928. Again, the similarity is strengthened by the facts 
that in both markets the low averages came in 1932 and the 
averages for 1933 turned upward and rose almost to the 1930 
level. The decline from high to low annual average prices at 
London was about 78 per cent, compared with the declines of 
around 65-67 per cent in annual average prices of domestic 
wools at Boston. 

As London reflects to a large degree the conditions 
prevailing in all wool markets of the world, the trend there 
may be taken as a fair measure of world wool prices. From 
comparisons made between Boston and London prices, it is evident 
that the trend of world wool prices was more nearly comparable 


with the domestic price trend than was that of consumption in 
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the United States, 

Ordinarily, the United States mast import a sub- 
stantial amount of wool to meet consumption requirements, 
which in the past ten years have amounted to approximately 
one sixth of the world production. Domestic production has 
been, roughly, one tenth of the world's clip. The deficit 
mast be made up by importing, and imported wools must be 
bought at world prices. Consequently, rising world prices 
would naturally tend to lift the domestic wool price level 
because supply is less than the demand. In a similar manner, 
declining world prices tend to depress domestic prices be- 
cause, if the latter remained below the world level for any 
considerable length of time, importing foreign wools would 
be stimulated and the imported foreigm wools would compete 
directly with domestic wools. World prices, however, may 
rise without a corresponding effect upon domestic prices, es- 
pecially if the domestic supply is adequate to meet require- 
ments. The tariff, also, may act as a buffer preventing as 
severe declines in domestic prices as may take place in 
foreign markets. 

With this background, it is not difficult to appre- 
Ciate the intimate relationship between domestic and world 
prices for wool. In the past ten years, declining wool prices 


abroad offered constant threats to prices of domestic wools in 
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spite of the protection of the tariff and increasing domestic 

consumption. Hence, prices of wool in this country apparent- 

ly either had little relationship to consumption, or, if they 

did have any relationship to consumption, it was of a negative 
character. 

We have already noted how wool prices in this coun- 
try declined more than the general price level during the 
period 1924-1932, This decline took place in spite of a ris- 
ing trend in consumption. We have noted, also, that world 
prices of wool traced a pattern very similar to that of domes- 
tic prices except that the decline was even greater than the 
decline in domestic prices. Apparently, then, the wool price 
trend in the past ten years has been due to some widespread 
underlying cause, or causes. 

The one phenomenon that has been commonly experi- 
enced by the whole world in the past ten years has been a 
period of prosperity followed by the most severe depression 
this generation has known. Wool is a raw material produced 
in frontier regions and manufactured, or consumed, in the most 
highly industrialized regions of the world. Hence, the state 
of industry may have some bearing upon the wool price trend. 
Therefore, we shal] turn for a moment to the consideration 


of the bearing the depression may have had upon wool prices. 


otteemod patedetont bas wnat ae % Ape 
-nersqqe vivavoy aids ot ne to a post 


hia 


-n00 eid? at seoizq Loow wod heron ybseris eved apne 4 
odt gatiud Level osixg Larsmey oct madd vitat seathoes ced. 
-eit # to adigqe at edalg Mood entfoab efit .S801-1805 bolieq 
birow dads ote devon eved o® pene) ae a icant ‘Wad 
~eomod to tad¢ of islimis tev 2793 92q a \beaet? ‘fie Ss cooley 
oii? acid zoteo7s aovw saw ent fond edt tad? Iqeoxe aeobiq ob 
ootig foow ad? jandd yligeaagyh skeoden aiveteib at ekitees 
Mipi eware sao of exb nsed ean e eta0y “ase sia ve baext 


aiyerobae 
yeh 2 a 


9 
de rave. 


“"* Jeeeuso 10 yeenso 3a 
<iteqxe ylaommoo seed sad jad? monemoasda ono ott 
8 deed osd sissy aed fesq anf ai brow she ost yd ‘Ghoaa 
sofeaerqeh etavee teom edi yd ‘bowollot yin feqiond to Soliee 
heovbotq Letvetem wet a ef foo® Lowosi ‘eas deidaniodig’ otal 
teou edt ai ,bemuenos 10 .betetoatiaem bas eso tat token ai 


etste ed? ,eomeH .bItow ont to giro ise beskiairtes 
-baert eofiq ioow efit nogs gaiiaed somos oved Gan Sehetall? i 
aotvsteblenco udt of taomem s TOY mud fede on orotsted? 


seeding Loow todas bad ovad saad soteserqeb oid gained oft we 
‘oF ing a abe; aft 
j Ahh 0 


United States Industrial Production.-- The Federal 
Reserve Bosrd's index of industrial production, based upon the 
1923-1925 average, for the years of high and low wool prices 


were as follows:=- 


Year Index of Industrial Production (7) 
1924 95 
1932 of 


These index numbers indicate the terrific drop in 
business activity that took place during the period when prices 
of wool declined 6567 per cent of their high annual averages. 
They show how employment of the ultimate consumers of wool was 
curtailed, how incomes must have been reduced in the past ten 
yeérs, and consequently, how the ability of many consumers to 
buy clothing mast have been restricted. 

Factory Payrolls.—- A measure of consumer purchasing 
power of even greater significance than the industrial produc- 
tion index is the Federal Reserve Board's index of factory pay- 


rolls. These indexes, based uvon the 1923-1925 average, follow:- 


Year Index of Industrial Payrolls (8) 
1924 95.7 
1932 45.3 


(7) World Economic Review, 1933, page 83-84, U. S. Bureau of 
Foreign and Domestic Commerce. 


(8) World Economic Review, 1933, page 102, U. S. Bureau of Foreign 
and Domestic Commerce. 
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From consideration of the indexes of industrial 
production and factory payrolls, it becomes apparent that 
consumer purchasing power has suffered drastic curtailment 
in the past ten years and that the trend in purchasing 
power has followed a course very similar to that of wool 
prices, 

Wool Production.~~ During the time when declining 
purchasing power was having an adverse effect upon wool 
prices, changes of considerable magnitude were taking place 
in the wool supply. World and United States production of 
wool for years that represent approximately the low and the 
high of the period covered by this study ere shown in the 
following table;- 


Production of Wool (9) 
(Millions of Pounds) 


Year World United States 
1924 3,184 281 
1931 3,677 438 
Increase 493 157 
Per cent Increase 13 55 


(9) World Wool Prospects, July 31, 1934; Mimeographed publi- 
cation of the United States Bureau of Agricultural 
Economics. 
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World wool production in 1931 was estimated at 
3,677,000,000 pounds, which was 493,000,000 pounds greater 
than in 1924, This was an increase of more than 13 per cent. 
The domestic annual production had increased 157,000,000 
pounds, or more than 55 per cent over that of 1924, A very 
large portion of the increase in the production of wool came 
in etates that are predominantly producers of Fine wools. 

It was the Fine grade, we had noted earlier in this report, 

that had the larzest increase in consumption. This, apparently, 
has a definite bearing upon the price trend, The increasing 
Weight of the wool clips, coming at a time when consumer pur- 
chasing power was declining, placed steadily growing burdens 
upon Wool marketsin order to get one clip into consumption 
channels before the next arrived. The consequence was repeated 
reductions in prices in order to dispose of each year's produc- 
tion. 

A Competing Fiber.-- A new industry, the synthetic 
production of a textile fiber called rayon, had come to hold a 
very substantial place in the textile industry by 1924. Pro- 
duction of rayon was of negligible proportions in 1920, but in 
1924 the consumption of this fiber amounted to 42,200,000 pounds, 
according to the Textile Organon (10). By 1932, consumption had 
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(10) Textile Organon, February, 1934, published by Tubize 
Chatillon Corporation, New York. 
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reached 152,200,000 pounds, and comprised 5.2 per cent of 

all the textile fibers used in that year. A fiber with a 

growth in use, such as that of rayon, cannot be ignored in 
the study of price trends of other fibers. 

A significant factor in the development of the 
rayon industry during the past ten years is the decreasing 
price of the product. The average price of 150 denier rayon 
on the New York market was $2.11 per pound in 1924, according 
to figures published monthly by the United States Department 
of Commerce in the Survey of Current Business. The average 
price in 1932 was $0.64 which represented a decline of near- 
ly 70 per cent from the average for 1924. This decline was 
greater than was shown by wool prices, 

While it is true that rayon probably cannot be 
substituted for wool in all, or even in a substantial portion, 
of present outlets, it is quite likely that the growth in 
production and the price of rayon has had a very important 
influence upon the wool price trend. Rayon competed with wool 
in another way. It was a competitor for the existing, a 
diminishing, purchasing power. Goods made of rayon are 
attractive to consumers and they are widely advertised. An 
increasing portion of the consumers' purchasing power went to 
the producers of rayon. This meant a decrease in expendi- 


tures for wool goods. Thus, even though the actual displace- 
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ment of wool in wool cloth was small, rayon cut into the wool 
textile field and became a price determining factor in the wool 
market. 

Conclusions.-- The domestic wool price trend has been 
downward from 1924 to 1932. Consumption during that period 
showed a rising tendency. It is evident, then, that increasing 
consumption by itself is not necessarily accompanied by rising 
prices for wool. 

Economic factors with trends closely resembling 
that of the domestic wool price trend and probably having some 
influence upon it were:- 

1. The world wool price trend 
2. Industrial production 

3. Factory payrolls 

4, Wool production 

5. Competition from rayon 

The world supply and price of wool enters definitely 
into the price picture of domestic wools. Industrial conditions 
that effect the purchasing power of consumers of wool vitally 
influence the price of that commodity. Domestic wool prices 
have suffered in the past ten years from the competition of 
rayon which has been consumed in this country at an increasing 
rate and at declining prices. There is, therefore, considerable 


evidence that the downward trend in domestic wool prices during 
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to secure outlets for an increasing production of wool in 
the face of diminishing purchasing power and growing competi- 


tion from a synthetic fiber. 
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CHAPTER IV 


CYCLICAL TREND of WOOL CONSUMPTION and PRICES 


Scope of Cyclical Trend Study.-- Cyclical indexes 
were computed for the monthly consumption of four grades of 
greasy Combing domestic wools and are presented in Table IV 
of the Appendix. 

Similar indexes were computed for prices of two 
grades representative of important lines of domestic wools. 
These indexes are shown in Table V in the Appendix, 

Cyclical indexes for consumption of Combing Fine 
domestic wools and for prices of French Combing Fine Terri- 
tory wool are shown graphically in Chart VI. This chart is 
the basis of mach of the discussion in this Chapter, 

Cyclical Trends Compared.-- The chart of cyclical 
indexes shows very clearly that changes in trend are more 
frequent and more extensive in consumption than they are in 
prices. 

The trend line for consumption in Chart VI shows a 


tendency to move in cycles of about two years in duration. 


v 


= 


eal ie a Bs a 
; ‘ > rie 
a ty we cee phy then cake > ed onal eta 

Ns 

i 9 Le j Lot ps ad AS ‘4 
(Many Peak bs: en 
PRUIAT bas BOITAMUEHOD JOOW ko me saat | 
/ an Ags . 

ey ‘ 
aexebrt LnoltloyS =-.ybave caval faa ttow ra vee 
to eebsty it to aoliqnuenco yidtmom od? z0% teewinne use 

VI elds? at betessetg ets bas eloow ait semeb aatdned ene 

f ; 4) 4 
owt to evoliq tok beteques erew eexebal rekimke wy me, 


x 
» 


Mf ie 
ae ¢ 


9 
fis a 


enit gaidmod to soitaewesoo 102 eexe bad Iaoi toy , 
erage enit gatdmod domext to daikithol tot bas afoow oive | 
et trado aid? .IV s1sd) at qfleotdqerg swore ots Send wet” | 

-Tedqad. eis? at cefeenoeth ed? Yo dom ‘to aR bed “ 4 . K 

faoticyo to trai ad? * apregeaee ehrert feotloy . Pi 

etom ets babi? oi seymado dadt ylrselo yey neem: cola 
ai exe yedt asdd aoitquuendo wk evienedxe erom just sas 


8s ewode IY stesid at aoitqaiecos rot emi baerd mA > 
stoliatrd at exsey owt troda ou on at ch on 


*Toom ALOYTIIEe], Futqwmog youerg™ outy jo sentad 
pue [00m 9T4sSemOp euTZ Futquios Aseeis Jo uoyydumsuood so spuer4 [edt ToXK) -"JA 312809 


SO0FI@ «sco ow UOTYQAUMSU0L cee 
OF6 626 826 tAs 926 5 p26 09- 
Lae Le PEE Sea Say 
rare LSS ERS. 
ee aE hi bik 
| \ SsT- 
Si GErers Re 
Bika Ba 
Titm#aiibn Ha 
a Sa ee 2 
FERRE Fis 
be St els * 


ee seoist = noliquend ——— 


a bus foow oisvesmob eait aaidmos yex2sty to moiJqmwenco to ebmeozs IsalioyD -.IV stand 
te - «foow yrovinie? satdmol domex™ eait to esdiugq 


50 


Low points in the cycles came in 1924, 1926, 1928, 1930 and 
in 1932, while high points came in 1924, 1927, 1928, 1929, 
1931, and in 1933, 

The cycles tend longer in the price line. Within 
the period covered by this chart, there are two cycles con- 
sidered from the standpoint of the highs, One is from late 
1924 to the middle of 1928, and the other is from the middle 
of 1928 to the end of 1933, 

A general comparison of the two trend lines before 
1929 shows that whenever consumption rose far above the normal 
the price trend was inclined to move upward. This was parti- 
cularly noticeable in 1924, 1927 and 1928. The long and deep 
decline of consumption below normal in 1925 and 1926 brought a 
similar but not quite as marked a decline in the price trend, 
Prices had brief periods of recovery while consumption was below 
normal, but they did not extend more than a few points at a time 
until in 1927 after consumption had risen and remained above 
normal for several months, In the first four years of the 
period covered by this study, therefore, the cyclical trend of 
prices appeared to have a rather intimate relationship to the 
cyclical trend in consumption. 

In the latter part of 1927, however, the price trend 


apparently ignored the dip in consumption, and again in 1928 
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prices continued to rise for several months after the peak of 
consumption for that year had passed. This may have been the 
result of a consumption that was above normal for about two 
thirds of the year and a half previous to the peak in 1928, 
After the middle of 1923 the trend of prices was 
distinctly downward until the middle of 1932, During this 
period, recoveries were of very limited extent and they tended 
to be of shorter duration than during the previous years, 
Also, the relationship between the consumption and price 
trend lines appears to have undergone a very fundamental 
change. Prices continued to decline farther and farther 
below normal until July 1932 while consumption was at some 
time during each year decidedly above normal. The response 
of the price trend to a rise in consumption diminished steadily. 
In 1931, consumption rose to the highest point since 1924 and 
yet prices rose only about 8 points from 30 points below the 
normal line. This rise was smaller than the rise in the pre- 
vious year when the rise in consumption was not as great as in 
1931. 
Expanding consumption, then, had a diminishing 
positive effect upon the price trend for three years follow- 
ing 1928. In the latter part of 1932 and again in 1933, 


prices again began to show a stronger response to rising 
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consumption. 

It is worthwhile to consider, at this point, some de- 
velopments that may have influenced the trends we have noted in 
the cyclical indexes of consumption and prices. 

In Chapter III, we saw that the declining secular 
trend in wool prices was associated with a rapid growth in the 
domestic wool clip. We shall now examine the trend in domestic 
wool production over the ten-year period and see if it has any 
relationship to the changes we have noted in cyclical fluctu- 
ations of consumption and prices. The annual production of 
domestic wool for each of the ten years is indicated in the 


following table;- (11) 


Year Millions of Pounds 
1924 281 
1925 300 
1926 318 
1927 340 
1928 366 
1929 382 
1930 412 
1931 438 
1932 412 
1933 429 
Ten-year Average 369 


ee ee ee ee ee ee ee ee ee ee ee ee EE OL ES OE SS SS SS HOS SOS Cee eS Se 


(11) Estimates of the World Wool Prospects, July 31, 1934, U. S. 
Bureau of Agricultural Economics. 
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Production of wool in the United States rose from 
281,000,000 pounds in 1924 to 438,000,000 pounds in 1931. 

The annual average production for the ten-year period was 
369,000,000 pounds, which was very close to the production 
in 1928. Hence, before 1928, production was below the aver- 
a while after that year production was decidedly higher 
than average, | 

We have noted that 1928 marked a turning point in 
the relationship between the cyclical trends of wool consump~- 
tion and prices. Before that year, prices seemed to be quite 
responsive to the consumption trend but in following years 
until 1932 responses of prices to rising consumption notice- 
ably diminished, 

The production figures appear to offer assistance 
in the interpretation of the cyclical trends for the period 
1929-1932. The rapid growth in production of wool did not 
create any serious price disturbance until the total clip began 
to amount to more than 350,000,000 pounds. After that volume 
was reached, the growth in production continued and resulted 
in a market surplus which could not be absorbed except at 
progressively lower price levels, 

In addition to the increasing supply of domestic 


wool, the cyclical trend of wool prices was probably influenced 
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by rayon prices. During 1929, the year in which the wool 
price trend started a long decline, 150 denier rayon prices 
were reduced from $1.50 to $1.15 per pound. The expanding 
use of rayon, as pointed out in the previcus Chapter, and 

the rapidly declining prices of that fiber served to increase 
the pressure upon wool prices created by the large increase 
of the domestic wool clip. 

The extremely vigorous recovery of wool prices in 
1933 was not a result solely of an increase in consumption. 
Undoubtedly, the rapid and extended rise in consumption was a 
contributing factor in the rise of wool prices, but there was 
another development that probably was responsible to a great 
extent for the rise in both prices and consumption. Evidence 
of this is the fact that vrices started to rise before the 
upturn in consumption. In this instance, increased consump- 
tion apparently was stimulated by an advance in prices. 

The event that was associated prominently with the 
period in 1933 when prices and consumption began to rise was 
the embargo placed upon the export of gold from the United 
States. On the morning after the embargo was declared, a 
number of prominent wool houses in Boston marked up prices of 
wool 1-2 cents per pound in spite of an almost total lack of 
demand from mills at the time. Frevious to this, prices had 


shown a strengthening tendency from the time of the bank 
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holiday as a result of a growing belief in the trade that 
inflation in some form was inevitable. In accordance with 
this belief, many wool men felt that raw materials would 
be more profitable to hold than bank balances or accounts 
receivable. The embargo on gold clinched the argument, in 
the opinion of trade leaders, and they immediately confirmed 
their beliefs by a stiff advance in prices and the adoption 
of a firm policy of holding out for the higher prices. 
Manufacturers hesitated for a few days and then began with a 
rash to buy almost avety kind of wool on the market. 

After the buying movement in the Spring of 1933 
Was under way, price advances came rapidly and seemingly at 
the least pretense, and the advances apparently presented 
no obstacles to making sales. Buyers had caught the fever 
that the trade had had for some weeks. They grabbed at any 
kind of wool offered and then asked what price was wanted 
for it. Manufacturers, like the dealers, had become convinced 
that prices were going to be higher and they too acted upon 
their beliefs. 

During this buying movement of feverish intensity 
buyers and sellers alike had their eyes on one barometer--the 


value of the United Statee dollar in foreign exchange. Close 
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attention to foreign exchange rates is always a matter of 
necessity for the wool man who imports wool, but ordinarily 
the dealer in domestic wools does not show much concern 
over the exchange rate of the dollar unless domestic and 
world wool price levels are such that foreigm wools begin 
to look like an attractive investment. In ]933, however, 
the entire wool trade showed a keen interest in the value 
of the dollar in foreign exchange. They took this as a 
measure of inflation which they thought was taking place, 
Every decline in the dollar was the signsel for another ad- 
vance in wool prices. 

In view of the prominence of monetary changes as 
a factor in the wool market in 1933, it is interesting to 
note the changes that took place in the value of the dollar 
in that year. The value of the dollar expressed in United 
States gold dollars at original par is shown by months in 


1933 in the following table:- 
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Month Value in Dotlars (12) 
January 1.0380 
February 29987 
March 29951 
April 29543 
May 8502 
June » 8134 
July - 7170 
August 27303 
September 26747 
October 6696 
November 6257 
December «6390 


We see from this table that wool prices rose as 
the value of the dollar declined, Consumption also was 
high in that period, but prices continued to rise even 
after consumption had turned downward and had gone below 
normal, These subsequent price advances were in hine with 
the decline in the value of the dollar, 

Not all of the price advance in 19%3 could be 
attributed to the decline in the dollar. If prices had 
advanced only to the extent of the decline in the dollar, 
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(12) World Economic Review, 1933, page 290, United States 
Bureau of Foreign and Domestic Commerce, 
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then Fine French Combing Territory wool which was quoted 
at 40.5 cents in February should have risen only to 65 
cents in November. The quotation in November, however, 
was 81,0 cents. Hence, the difference between the theo- 
retical price based upon the depreciated dollar and the 
quoted price can probably be attributed to the high con- 
sumption rate. This is indicated by the smaller price 
advances with declines in the dollar, that took place 
after consumption declined compared with the advances 
while consumption was rising. 

Summary.-~ Cyclical trends of consumption and 
prices of wool showed varied relationships during different 
period of the past ten years. Before 1929, the price trend 
was quite sensitive to a change in the trend of consumption. 
From early 1929 to the middle of 1932, the relationship 
changed and in this period prices were very responsive to 
a decline in consumption but an increase had little posi- 
tive effect upon prices. This behavior of prices was asso- 
ciated with a large increase in the size of the domestic 
wool clip and with strong competition from rayon which had 
a tremendous increase in consumption and a declining price 


trend, Cyclical indexes indicate that constant lowering of 
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prices was necessary after 1928 in order to move the in- 
creasing supply of wool into consumption. Increasing 
consumption was effective as a factor in turning wool 
prices upward when the supply of wool was about, or below, 
the average for the past ten years, but when production 
rose above the average the rate of consumption appeared 

to be determined somewhat by the price. Hence, it is 
apparent that the rate of wool consumption alone cannot 
be taken as a basis for making a forecast of the wool 


price trend. 
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CHAPTER V 


GENERAL SUMMARY 


Wool prices have fluctuated more violently since 
1924 than the general wholesale commodity prices. Factors 
that influence this departure from the general price pattern 
are naturally of interest to wool growers, dealers, manufac- 
turers, clothiers, and bankers. This study was undertaken 
for the purpose of determining the relationship of wool 
consumption to the price trend. 

Prices and consumption of wool each showed a 
variety of kinds of fluctuations. High and low points in 
the series of each group of statistics tended to fall in 
certain times of the year, and so indexes were computed for 
seasonality. Prices of all grades of wool showed a declin- 
ing tendency after 1924 which lasted until the middle of 
1932. Consumption, on the other hand, tended to increase 
in most grades. This necessitated correction for secular 
trend in order to determine the true cyclical fluctuations. 


Computation of indexes was based upon data for 
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the years 1924-1932, inclusive. Inspection of the original 
data indicated that this period covered two complete cycles 
in prices and coincided with the ends of cycles in consump- 
tion. 

Interest in a statistical analysis of the kind 
employed for the purpose of this report was aroused by the 
very weak response of wool prices to the unusually large con- 
sumption in 1931. In previous years, prices of wool had 
shown a tendency to rise with an increase in consumption. 

A study to determine the nature and causes of the changed 
relationship between prices and consumption of wool can best 
be made by isolation and individual consideration of each 
kind of fluctuation. 

Seasonal and cyclical fluctuations of consumption 
were found to be mich greater than those of prices. In both 
kinds of fluctwations in consumption, the change in any one 
year is sometimes more than 100 per cent of normal and changes 
of around 50 per cent were relatively common, 

Seasonal fluctuations on the average for the period 
studied were around E5-20 per cent of normal. This means that 
the prices of wool may normally be expected to fluctuate 
within the year from seasonal influences about 3-4 cents per 


pound, grease basis, to growers, when the price level is 
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around 20 cents, and 10-15 cents, scoured basis, to dealers, 
when the prices range 65-70 cents as in late 1934, 

Seasonal patterns for the various grades of wool 
were quite similar in consumption and price indexes. The 
latter, however, showed a lag of about three months with 
respect to changes in consumption. 

The lag in the seasonal price trends suggested that 
the latter were dependent upon consumption, but there are 
other seasonal factors that are timed very much like the 
price trends. Low seasonal indexes for prices come in June 
when shearing of the new clip is at its height. The season- 
al peak of prices comes in January when large orders for 
goods are normally placed and stocks of wool are approach- 
ing their low point. 

Seasonality of wool prices and Siaiiaatan has 
this significance: haste of wool growers to sell their 
clips at shearing time may fail to net the largest return 
while holding beyond late Fall or early Winter may result 
in a sale on a slow market; dealers mst use caution in 
making purchases late in the year unless they are reasonably 
certain of an outlet within a short time; and, manufactur- 
ers should cover a large part of their normal requirements 
during the Summer and early Fall and should avoid the 


necessity of heavy buying in January and February. These 


itefeed o? ,atecd betyooe ,stmeo 21-Of bas 29x00 08 bawors us ay Bi 
,0G81 ofal, al on oSheb OTS épane eeetion ain dein, ‘ , 

Loom Yo sobery exoliey edt tot emrey¢eq Lamceme®, de ae | 
edt .sexehat sotiq bae solttqmpenoo at tslimis stiup etew , 
dziw edtmom sertd? swoda to gai 2 bewode wovened crettal | 


-coficmvecco sl eagdado of Joeqeor 


5 aaa 
ted? befeesgue eboett eoirq feactsce oft at BOE OBB yd cae. ‘ } Y . 
ets etedd sod ,nokiqmmanco seoay tnobasqeh etew tetdel edt Mt on 
el? adil doum yrev bemtt eis jadi exotoat Janospes sedto y oa 
eavl ai emoe eeoixng 10% gpxebal [encasos wold, nohewes soizg tity 4 ; 
~aoeses af? .tigied ati te at gifs wen ads tq goiuesde conv eh ee 
tet etebro esvel cede yrammel of sasmop eeokiq to deo is “sae ant 
-dosotqas eva Loow to axaode hina beoslg yilagmron a1s eboos ni | ai ' 
| -tatog wol shed? ‘eat py i 4 
ase sinbbccstindiiy didi eooltg [oow to yttlasoaset bh a ‘ ‘ mn 
tkeds §fe23 of arewots Loow to efeesl seoneoltingie rr 3 ate iy 
mxuiset teeptsl oft ton of {tet yom omit gaivaeds Je aqifs wey 
diveet you totais ylxae to Ife etal Rroyed gutblod el ide hy 4 i 
ai moicien etc Jem etelaeh j;tevitam wole 2 mo alee 8 at | oS 4 
Yidsnosset ore yedd eaolan isey eit at etef eseadogog amiiem = cian 
~urtostunes ,bes ,;omit diode s atdéin teligo as "to nistze0 Nia ft 


ednemetinpe: Laerroa tiedt Yo f22q. squeal a Tewop bivods ste 
aid btevs biveda bas [let ylrte bes resmp® sty gatawd 
eselt .urcordet bar yrennst af gaiyud yvsed ie YW teesosn i ey | 


recommendations, however, mast not be followed blindly for 
seasonality itself may change or be modified considerably 
by changes that manifest themselves only after several 
years. This was brought out by a study of secular trends. 
Consumption of all grades of wool, except 1/4 
Blood, had rising secular trends. The declining trend in 
1/4 Blood was of little significance. During the same 
period, prices of all grades showed severe and about equal 
declines in secular trends. The diversity of trends in 
consumption and prices indicated clearly that consumption 
is not at all times the dominant factor in the price trend. 
Several factors were studied to determine their 
relationship to the diversity of trends noted in prices 
and consumption of wool. It was found that world wool prices 
had followed a trend very similar to that of domestic prices. 
Also, the purchasing power of the consumers in this country, 
as indicated by factory payrobls, had suffered a severe de- 
cline. 
Two other factors diay related to the trend:of 
wool prices were:— (1), a large increase in the domestic pro- 
duction of wool, and (2), competition from rayon. 


4n increase of 55 per cent in the United States 
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production of wool from 1924 to 1931 became burdensome under 
conditions which brought eat inte world wool prices and 
domestic purchasing power. In order to keep the increasing 
domestic clip moving into consumption, prices were réveated- 
ly lowered. 

The consumption of rayon in this period made rapid 
strides. Furthermore, prices of this fiber have been con- 
stantly declining and the decline has been greater than in 
wool prices. While actual substitution of rayon for wool 
has been limited, rayon goods have offered keen competition 
for the available, and declining, purchasing power, 

Thus, it is seen that up to 1928 wool consumption 
was, at least partially, a causative factor in the wool 
price trend. After that year, however, wool consumption was 
more or less a dependent factor, increases mostly following 
wool price declines which were apparently influenced by de- 
clining world wool prices, increasing domestic production of 
wool, curtailed purchasing power of the consumer, and competi- 
tion from rayon, 

The depressive influence of these same factors 
upon wool prices was further emphasized by the cyclical 


indexes. Fundamentsl changes were noted in the relationship 
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of price to consumption cycles after several years of 
rapid growth in the size of the domestic wool clin. It 
may be more than a coincidence that wool prices declined 
steadily during the same period that domestic production 
of wool kept on rising above the ten-year average, and 
then began an upward trend after the production peak had 
been reached. Increased competition from rayon and dimin- 
ished purchasing powercof consumers were developments 
that corresponded in their timing with low wool price 
levels compared to the rate of wool consumption. 

The susceptibility of wool prices to sudden and 
marked changes in trend as a result of extraordinary 
economic developments was seen in the advance of 1933, In 
view of the relationship that had prevailed between con- 
sumption and prices in the previous four years, that advance 
was much greater than could be accounted for by the rise in 
consumption. There is statistical evidence, however, that 
the large consumption of 1933 had some positive effect upon 
the price trend, but it was evident, also, that the con- 
sumption rise followed rather than led the price advance 


brought by monetary changes. 
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The methods of statistical analysis used in this 
study are of great assistance in determining the soundness 
of the wool price level at any given time. The seasonal 
indexes and the computed secular trends by themselves dis- 
closed valuable information, but their greatest value was 
found in correcting original data to determine the cyclical 
trends. The cyclical indexes placed consumption and price 
statistics on a common basis which faciliteted comparisons 


of trends. 
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